STATE OF MICHIGAN

RICK SNYDER STATE BUDGET OFFICE JOHN S. ROBERTS
GOVERNOR LANSING DIRECTOR

November 26, 2014

The Honorable Roger Kahn, Chair The Honorable Joseph Haveman, Chair

Senate Appropriations Committee House Appropriations Committee
Michigan State Senate Michigan House of Representatives
State Capitol State Capitol

Lansing, Michigan 48909 Lansing, Michigan 48909

Dear Legislators:

Attached is the monthly financial report for the month ending October 31, 2014.
This report is submitted pursuant to MCL 18.1386. This report can also be found on
the Internet at the following address:

www.michigan.gov/budget under “Financial Reports”.

If you have questions concerning the information in this report, please contact
this office.

Sincerely,

ohn S. Roberts
State Budget Director

Attachment

¢: Governor Rick Snyder House Fiscal Agency
Randy Richardville, Sen. Maj. Leader Jack Brandenberg, Chair, Senate Finance Com.

Gretchen Whitmer, Senate Min. Leader Jeff Farrington, Chair, House Tax Policy Com.

Jase Bolger, Speaker of the House Beth Clement, Deputy Chief of Staff

Tim Greimel, House Min. Leader Dick Posthumus, Executive Office

Senate Appropriations Committee Mike Moody, Office of Financial Management
House Appropriations Committee Nancy Duncan, Deputy State Budget Director
Senate Fiscal Agency Internal State Budget Office Distribution

111 S. CAPITOL « P.O. BOX 30026 « LANSING, MICHIGAN 48909
vwaw.michigan.gov e (517) 373-7560



GENERAL FUND, GENERAL PURPOSE
Fiscal Year 2015

Projected Revenues and Expenditures
October 31, 2014

(% in millions)
FISCAL
2015

{Beginning Balance, October 1, 2014 see one-time revenue | '
Current Year GF/GP Revenues, May 2014 Consensus Estimate $ 9,826.0
Revenue Adjustments:

Local Government Program Payments 3 {459.2)

General Fund share of HMO use tax collections - PA 161 of 2014 $ 392.9

Venture Michigan Fund 3 (38.1)

Other revenue adjustments $ (15.2)

Subtotal Additional Revenue Adjustments $ (119.6)

Total FY Resources Available For Expenditure GF/GP - Ongoing $ 9,706.4
Expenditures, Current Law:
FY 2015 Enacted with Veloes % 9,598.3
Total Expenditures Projected - Ongoing $ 9,599.3
[Current Year Revenues minus Ongoing Costs $ 107.1 |
Beginning Balance (One-Time Revenue) $ 4900 |
Local Government Program Payments 3 (8.8)
Total FY Resources Available For Expenditure GF/GP - One-Time $ 481.2
One-Time Spending tems:
PA 1986, PA 252, and PA 282 of 2014 $ 581.3
One-Time Revenue minus One-Time Spending $ {100.1)
[Projected Ending Balance, September 30, 2015 $ 7.0 |

! This report does not reflect final revenue and expendilure data for the fiscal year ending September 30, 2014. Final year-end
aclivity wili be reflected in the fiscal year 2014 Comprehensive Annual Financial Report which, by law, must be issued on or before

March 31, 2015.
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Fiscal Year 2015
Projected Revenues and Expenditures
Qctoher 31, 2014

(3 in miliions)
FISCAL
2015
[Beginning Balance , October 1, 2014 see one-time revenue l
Current Year School Aid Fund Revenues, May 2014 Consensus Estimate $ 11,853.3
Revenue Adjustments:
Personal Property Tax Reform Approval (PA 80 of 2014) 3 {10.0)
Personal Properly Tax Reform Holdharmless General Fund $ 19.9
Use Tax Revision (PA 161 of 2014) $ 196.4
Various Legislation (PA 240, 248 and 298 of 2014); Court Decision $ (5.8)
Venture Michigan Fund $ (11.9)
MPSERS Reserve Fund $ 18.0
General Fund $ 95.0
Federal Revenue $ 1,808.2
Subtotal Additional Revenue Adjustments $ 2,109.8
Total FY Resources Available for Expenditure School Aid Fund $ 13,963.1
School Aid Ongoing Costs
PA 196 of 2014 $ 13,4941
Community Colleges Ongoing Costs
PA 196 of 2014 $ 197.6
Universities Ongeing Costs
PA 196 of 2014 $ 2005
Total School Aid Fund Ongoing Costs Projected $ 13,892.2
{Current Year Revenues minus Ongoing Costs $ 70.9 |
Beginning Balance (One-Time Revenue) $ 3100 [*
One-Time Spending ltems
PA 196 of 2014 School Aid $ 376.2
PA 196 of 2014 Higher Education $ 40
One-Time Revenue minus One-Time Spending $ {70.2)
$ 0.7 |

{Projected Ending Balance, September 30, 2015

Yhis report does not reflect final revenue and expenditure data for the fiscal year ending September 30, 2014, Final year-end
activity will be reflected in the fiscal year 2014 Comprehensive Annual Financial Report which, by law, must be issued on or before

March 31, 2015.
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ESTIMATED BALANCE OF STATE PAYMENTS

TO LOCAL UNITS OF GOVERNMENT

Fiscal Year 2015
October, 2014
($ IN MILLIONS)

INITIAL

EXEC. ORDER TOTAL
APPROPRIATIONS and APPROPRIATIONS
SUPPLEMENTALS YEAR-TO-DATE
Payments to local
units of government 16,560.3 0.0 16,560.3
Total state spending
from state resources 30,143.5 0.0 30,143.5
Percentage of state
spending from siate
resources paid to
local units 54.94% 54.94%
Required payments to
local units (48.97%) 14,761.3 14,761.3
Surplus/{deficit) $1,799.0

$1,799.0



STATE OF MICHIGAN
YEAR-TO-DATE STATEMENT OF REVENUES AND EXPENDITURES
COUNTER - CYCLICAL BUDGET AND ECONOMIC STABILIZATION FUND
October 1, 2014 Through October 31, 2014
{in thousands})

REVENUES
Miscellaneous $ -
Total Revenues -

EXPENDITURES

Current:
General government .
Total Expenditures -

Excess of Revenues over {under)
Expenditures -

OTHER FINANCING SOURCES (USES)

Transfers from other funds 7,833
Transfers to other funds -
Total Other Financing Sources (Uses) 7,833

Excess of Revenues and Other Sources
over {under) Expenditures and
Other Uses $ 7.833 °7

' Balance does not reflect closing adjustments such as accounts receivable,
accounls payable, efc.




STATE OF MICHIGAN
YEAR-TO-DATE STATEMENT OF REVENUES AND EXPENDITURES
MICHIGAN NATURAL RESOURCES TRUST FUND
October 1, 2014 through October 31, 2014
(in thousands}

REVENUES

Taxes $ -
From federal agencies -
From licenses and permils -
Miscellaneous 11,019

Total Revenues 11,018
EXPENDITURES
Current;

General government -
Coenservation, environment,

recreation, and agriculture 82
Capital outlay 780
Total Expenditures 872

Excess of Revenues over (under)
Expenditures 10,147

OTHER FINANCING SOURCES (USES)

Proceeds from bond issues -
Proceeds from sale of capital assets -
Transfers from other funds -
Transfers to other funds -

Total Other Financing Sources {Uses) -
Excess of Revenues and Other Sources

over (under) Expenditures and
Other Uses $ 10,147 '

1 Balance does not reflect closing adjustments such as accounts receivable,
accounts payable, efc.



REVENUE OVERVIEW
Office of Revenue and Tax Analysis
Michigan Department of Treasury

This Monthly Financial Report to the Legislature presents the Michigan State government's economic
situation and cash collections for October 2014, representing some September and some Oclober
economic activity in Michigan.

Total General Fund-General Purpose revenues were $101.8 million (12.7 percent) higher in October
2014 than in October 2013. The October 2014 School Aid Fund revenues were $117.4 million (7.2
percent) higher than in October 2013. October 2014 Transportation revenues were $6.4 million (3.7
percent) higher than in October 2013 (see revenue tabie). October is the first month of the State’s
fiscal year (FY). Tax revenue received in October relating to economic activity prior to October will be
accrued back to FY 2013-14. Likewise, any refunds paid out in Oclober relating to FY 2013-14
liabilities will also be accrued back. Final FY 2013-14 revenue totals should be available in late
December or early January.

FY 2014-15 revenue forecasts presented in the revenue table on page 9 are from the Consensus
Revenue Estimating Conference held on May 15, 2014. The Statutory estimated revenue totals are
also the May 2014 Consensus estimates. The net General Fund-General Purpose revenue forecast
for FY 2014-15 is $9,826.0 million. The net School Aid Fund revenue forecast is $11,853.3 million, and
the Transportation Funds revenue forecast is $2,178.8 million. The next revenue conference wili be
held on January 16, 2015.

October Collections
FY 2013-14andFY 2014-15

$1.754

$1.637

$0.906

$0.804

Billions of $

$0.171  $0.177

_GF-GP Revenue ~ ~ School AidRevenue —~ Transportation Rev.

Office of Revenue and Tax Analysis BFY 201314 OFY 201415



Millions of $

October Revenue Collections
FY 2013-14andFY 201415

$668 $661
| $597
$150 $198
$20 $72
SBTMBTICIT Income Withholding Sales Lottery Sales

Office of Revenue and Tax Analysis BFY 201314 BFY 201415
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Economic Highlights
(All data seasonally adjusted unless otherwise noted.)

U. S. Economy

Index of Consumer Sentiment
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The Index of Consumer Sentiment increased in October to 86.9 index-points, 2.3 index-points above
the September value and 13.7 index-points above QOctober 2013. On the increase in confidence,
Survey Director Richard Curtin noted, “Consumer Sentiment rose a bit more in late Oclober, reaching
its highest level since July of 2007, the current Sentiment reading was just above its long-term average
of 85.7, calculated over the more than sixty years since it was first measured in 1952, The October gain
was due to improved personal finances and a more favorable outiook for the overall economy.
Consumers reported the most favorable persenal financial expectations as well as the most favorable
year-ahead outlook for the national economy in the past seven years. Consumers expected modest
gains in their incomes, some further increase in employment, and a low stable inflation rate. Although
lower gasoline prices did not spark the gains, faliing prices at the pump will certainly free-up more of
their budgets for other spending.” Curtin observed, “Consumers gave the most positive ratings in more
than a decade when asked to evaluate the current state of the economy. Nearly six-in-ten consumers
reported that the economy had improved, with even more positive ratings recorded among upper
income households.” On buying attitudes, Curtin reported, “Households with incomes in the top third
reported much more favorable buying atlitudes for household durables as well as vehicles in the
October survey. Among upper income households, 44% mentioned the availability of low prices on
household durables, up from 34% one month and one year earlier, and 43% mentioned low prices on
vehicles , up from 36% one month earlier and 29% one year ago.” In October, consumers in two of the
four regions reported an increase in confidence. Western consumers reported the largest increase in
confidence at 7.6 index-points, followed by Midwestern consumers with an increase of 5.4 index-points,
Northeastern and Southern consumers both reported a decrease in confidence of 1.0 index points. The
gap across regions decreased from last month to 8.7 index-points, with Western consumers on top and
_Southern consumers on the bottom. =~

The advance estimate of real Gross Domestic Product for the third quarter of 2014 is $16,150.6
billion (chained 2005 doliars), an increase of 3.5 percent at an annual rate. In the second quarter of
2014, real gross domestic product increased 4.6 percent. The increase in third quarter real GDP was
mainly due to private inventory investment, exports, personal consumption expenditures, nonresidential
fixed investment and residential fixed investment. Imports, which are a subtraction in calculating GDP,
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decreased. Real personal consumption expenditures increased 1.8 percent in the third quarter,
compared to a 2.5 percent increase in the second quarter. Real residential fixed investment increased
1.8 percent in the third quarter compared to an increase of 8.8 percent in the second quarter. Real
nonresidential fixed investment increased 5.5 percent in the third quarter while real equipment
expenditures increased 7.2 percent. Real federal government expenditures increased 10.0 percent in
the third quarter, compared to a 0.9 percent decrease in the second quarter. Real state and local
government spending increased 1.3 percent in the third quarter, compared to a 3.4 percent increase in
the second quarter. Exports of goods and services increased 7.8 percent in the third quarter,
compared to a 11.1 percent increase in the second quarter. Imports decreased 1.7 percent in the third
quarter compared to an increase of 11.3 percent in the second quarter. Private inventory investment
increased $62.8 billion in the third quarter, following a $84.8 billion increase in the second quarter.
Reait final sales increased 4.2 percent in the third quarter compared to an increase of 3.2 percent in the
second quarter. On the inflation front, the implicit price deflator increased 1.3 percent in the third
quarter compared to a 2.1 percent increase observed in the second quarter.

U. S. retail prices, as measured by the Consumer Price Index (CPI-U), increased 0.1 percent in
September, up from the 0.2 percent decrease in August. Energy prices decreased 0.7 percent in
September, up from a 2.6 percent decrease in August, while the all-items less food and energy
component increased 0.1 percent in September. Compared to September 2013, the all-items index
increased 1.7 percent. For major component groups, the unadjusted changes from one year ago
were: food and beverages, 2.9 percent; medical care, 2.0 percent; apparel, 0.5 percent; education and
communication, 1.3 percent; other goods and services, 1.6 percent; housing, 2.6 percent; recreation,
0.1 percent; and transportation, -0.8 percent, with gasocline prices down ~3.6 percent.

Selected Key Interest Rates
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Shori-term interest rates remained unchanged in October as the 3-month Treasury bill (T-bill) rate was
0.02 percent. Compared to one year ago, the T-bill rate was down 0.04 percentage point. The Aaa
corporate bond rate, a long-term interest rate, decreased 0.19 percentage point to an interest yield of
3.92 percent in October. The Aaa bond yield was down 0.53 percentage point from its year-ago level.
level to 3.55 percent in October and was down 1.15 percentage points from its year-ago level. The
Federal Open Market Committee kept the target range for the federal funds rate between 0 and 0.25
percent at the October 29th meeting. The FOMC stated “the Committee today reaffirmed its view that a
highly accommodative stance of monetary policy remains appropriate. In determining how long to
maintain the current 0 to ¥% percent target range for the federal funds rate, the Committee will assess
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progress — both realized and expected ~ toward its objectives of maximum employment and 2 percent
inflation.” The Committee "seeks to foster maximum employment and price stability.”

In October, the U, S. unemployment rate decreased 0.1 percentage point from a month ago to 5.8

percent and was 1.4 perceniage points lower than a year ago. Civilian empioyment totaled 147.3
million persons in October. The number unemployed was 9.0 miliion nationwide.

Unemployment Rates 2010 - 2014

16.0
12.0

- \_\ Michigan - Sep 2014 = 7.2%
fod ——"-...-——-'\___
O e, ‘-———\__
e 8.0 5 ———,
& \"‘—\—-u_—___‘
o

4.0 United States - Oct 2014 = 5.8%

0.0

2010 2011 2012 2013 2014

Source: Bureau of Labor Statistics and Michigan Department of Technolegy, Management & Budget

In September, the Michigan jobless rate decreased 0.2 percentage point {o 7.2 percent from August.
The September unemployment rate is 1.6 percentage points below the year age level. In September,
the labor force rose 3,000 to 4,733,000, while the number of people employed increased by 9,000 to
4,391,000. In September, there were 342,000 unemployed people. Monthly unemployment rates
fluctuate in part due to statistical sampling errors.

Detroit retail prices, as measured by the Defroit Consumer Price Index (CPI-U)}, decreased 1.0
percent from June to August compared to a 0.5 percent increase from April to June. The all-items less
food and energy index decreased 0.4 percent from June to August. The food index increased 0.1
percent from June to August while the energy index decreased 6.1 percent. Compared to August 2013,
the ali-items index increased 1.0 percent. For individual component items, the changes from one year
ago were: food and beverages, 2.0 percent; apparel, 0.7 percent; education and communication, 4.4
percent; transportation, -1.2 percent; recreation, -5.0 perceni; medical care, 0.9 percent; housing, 2.8
percent, and other goods and services, -1.8 percent.
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Motor Vehicle Sector
U. 8. Light Vehicle Sales
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U.S. light vehicle sales {cars + light trucks) increased 0.1 percent in October compared to September,
selling at a 16.3 million unit seasonally adjusted annual rate. Domestic car sales increased 4.8 percent
from September while domestic light truck sales decreased 1.0 percent. Import car sales decreased
2.4 percent while import light truck sales decreased 8.6 percent. Compared to last year, light vehicle
sales increased 7.0 percent. Domestic car sales were up 8.9 percent from the year ago level while
domestic light truck sales increased 12.0 percent. Import car sales were down 9.9 percent from last
year while import truck sales increased 1.6 percent. As a result, the domestic share of U.S. light
vehicle sales increased 2.6 percentage points from a year ago. For fiscal year 2015 year-to-date,
domestic light vehicles recorded an 80.2 percent share of a 16.3 million-unit market.

Michigan motor vehicle production increased to 188,197 units in October from 177,056 units in
September. From a year ago, motor vehicle production decreased 21 percent in Michigan and
increased 1 percent nationally. in October, Michigan's car production was 68,900 units while the state's
truck production was 119,297 units. Compared with a year ago, car production decreased 30 percent in
Michigan and increased 3 percent nationwide. The state's truck production decreased 15 percent while
national truck production decreased 1 percent from a year ago. Michigan motor vehicle production data

are not seasonally adjusted.

Michigan Motor Vehicle Production
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Summary Estimates of the Constitutional Revenue Limit
Based on the May 15, 2014 Consensus Revenue Agreement
(Article IX, Section 26)

(in millions)

Fiscal Year

Fiscal Year

Fiscal Year

201213 2013-14 2014-15

Actual Estimate Estimate
Applicable Calendar Year Personal Income $358,152 $378,443 $388,053
Section 26 Base Ratio 9.49% 9.49% 9.49%
Revenue Limit $33,988.6 $35,914.2 $36,826.2
Revenue Limit $33,988.6 $35,914.2 $36,826.2
State Revenue Subject to Limit $27,441.1 $28,171.5 $29,195.7
Amount Under (Over) Limit $6,547.6 $7,742.8 $7,630.5

Sources:

Personal Income Estimate
The FY 2012-13 calculation uses the official personal income estimate for calendar year 2041 (Survey of Cumrent Business, October 2012),

The FY 26G13-14 calculation uses the May 15, 2014 Consensus Revenue Agreement.,
The FY 2 4-15 calculation uses the May 15, 2014 Consensus Revenue Agreement.

Revenue Subject to the Limil
The FY 2012-13 calcutalion uses the State of Michigan Statement of Revenue Subject to Constitutional Limitation - Legal Basis for the Fiscal Year Ended September 30, 2013,

The FY 2013-14 calculation uses the May 15, 2044 Consensus Revenue Agreement.
The FY 2014-15 calculation uses the May 15, 2014 Consensus Revenue Agreement.

Column detail may net add to tolals because of rounding

Pr;iaaré.d.ﬂ\ﬁ Office of Révenu;an::l .‘.Fax Anéiyéis. Michi;g.a.n Dé;}adn;ént c“!.Tréa”sury

- 16-




